In the Matter of: ) Docket No. 03-IEP-01,
Informational Proceedings and ) 02-REN-1038, 03-RPS-1078,
Preparation of the 2004 ) and 04-DIST-GEN-1
Integrated Energy Policy Report Update )

Comments of
Northern California Power Agency
On Draft Staff White Paper
On Accelerated Renewable Energy Development

The Northern California Power Agency (NCPA) appreciates the opportunity to comment on the
California Energy Commission (CEC) Staff White Paper on Accelerated Renewable
Development (white paper). NCPA is a publicly owned joint powers agency whose members
include: Alameda, Biggs, Gridley, Healdsburg, Lassen MUD, Lodi, Lompoc, Palo Alto, Port of
Oakland, Plumas-Sierra Rural Electric Cooperative, Redding, Roseville, Santa Clara, Truckee
Donner PUD, Turlock Irrigation District, and Ukiah. NCPA’s comments are directed at publicly
owned utilities’ renewable development activities, the role of large hydro in their Renewable
Portfolio Standard (RPS) policies, the absence in the white paper of any consideration of the
relationship between energy efficiency and demand reduction and renewable resource
development, and the CEC staff’s proposal that legislation be enacted to require publicly owned
utilities to be regulated as to renewable energy development.

Publicly Owned Utilities’ Renewable Development Activities

The white paper acknowledges (p. 2) that publicly owned electric utilities have made significant
progress implementing RPS programs, and notes that these programs differ significantly from
the RPS programs of investor-owned utilities (IOUs). The report erroneously suggests that “few
publicly-owned utilities have adopted an accelerated RPS program,” and that the inclusion of
large hydropower as a renewable energy resource “reduces the significance of the 20 percent
target for new renewable energy development.” NCPA and its members respectfully disagree

with these comments.

NCPA began its accelerated RPS program in 1968, when NCPA was formed. Its focus has
historically been on development of non-fossil renewable resources: geothermal and hydro.
NCPA’s resource base is 96.8% renewable including large hydropower, and 64.1% renewable
excluding large hydropower. These resources are reflected in the current power content label
figures for NCPA member utilities (see p. 28), which in terms of the 20 percent target, with or
without large hydropower, and whether for 2010 or 2017, are exemplary. In addition, a recent
FitchRatings report on NCPA acknowledges the strategic value and importance of NCPA’s
“green/renewable’” generating projects.

With respect to PV, publicly owned utilities are doing their part. The white paper (p. 18) notes
that total PV in the state is about 80 MW. Of this 80 MW, publicly owned utilities have
developed over 22 MW or about 28% of the total. This compares favorably with publicly owned
utilities’ share of statewide energy consumption of approximately 25%. Publicly owned



utilities’ development of PV generation has been done without explicit state mandates under a
variety of programs in diverse utilities and communities. This statistic clearly shows the benefit
of local programs devised under the leadership of local governing boards.

NCPA and its members are continuing to work on renewable energy development. Every NCPA
member has adopted an RPS policy, except for Lassen MUD, whose RPS policy is in process.
The attached status report summarizes this work on a member-by-member basis. In addition,
NCPA is assisting several of its members through a coordinated renewable resource RFP effort
that has been ongoing for the past year and one-half.

NCPA and its member utilities place a high value on their ability to be flexible and to pursue
programs that have the support of their locally elected governing boards and customers. In
meeting the needs of its members, whose customer counts range from a few hundred up to a
hundred thousand (compared to PG&E’s four million or so customers), NCPA has firsthand
experience that a “one size fits all” approach to energy resource and energy efficiency
development is likely to be inefficient and ineffective. For the smaller utilities that comprise the
NCPA membership, local problems matter, and locally developed solutions are called for. It is
for reasons like this that the various approaches of NCPA members to RPS policy development
and implementation are in fact different. But this difference in no way affects NCPA members’
longstanding and shared commitment to renewable energy and avoidance of over-commitment to
fossil fuel generation.

The True Significance of Large Hydropower Inclusion in NCPA Members’ RPS Policies

NCPA members have generally included large hydropower as a renewable resource in their RPS
policies for the simple reason that hydropower, whether more than 30 megawatts or less than 30
megawatts, is renewable. Moreover, NCPA continues to make investments in its hydroelectric
facilities to improve operating efficiency and to increase the generation of clean non-emitting
resources in our state. The real issue is whether inclusion of hydropower reduces the
significance of the 20 percent target for new renewable energy development cited in the white
paper, as asserted by CEC staff. For NCPA and its members, nothing could be further from the
truth. The customers of publicly owned utilities and the local elected officials who govern
utilities are just as interested in renewable energy development as state-level policymakers, if not
more so. Further, like IOU customers, publicly owned utilities’ customers are confronted with
the cost volatility that afflicts natural gas-fired generation, and are looking to renewable energy
and energy efficiency and demand reduction to avoid or mitigate that volatility. These realities
are what drive (since 1968) NCPA members’ renewable development efforts — not some
arbitrarily selected percentage or year of attainment.

A similar logic applies with respect to CEC staff’s fear that publicly owned utilities would use
large hydropower RECs (if such were to exist) as a method to attain renewable targets under
their individual RPS policies, or that they would sell their “excess” eligible renewables and rely
on large hydropower to meet their renewable targets. The reality is that large hydropower is a
low-cost, environmentally preferred resource. Publicly owned utilities are not in the business of
selling off energy from their low-cost, customer-owned resources in order to replace that energy
with volatile, higher-cost resources. And, because the purchase of theoretical large hydropower
RECs would not affect a “non-attainment” utility’s gas cost volatility profile that utility would
still need to develop new renewable resources to mitigate gas cost volatility.
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The Relationship Between Renewable Development and Energy Efficiency Programs

NCPA strongly believes that renewable generation development must be coordinated with
energy efficiency and demand reduction programs. Nowhere does the white paper address this
issue. NCPA believes that resource development dollars should go to the most cost-effective and
best use. NCPA and its members have a fiduciary responsibility to their customers. If resource
development dollars are more effectively spent on demand or energy reduction, then those
dollars should be spent there. By focusing on renewable development in the white paper without
asking the “how much” question about renewable development, the CEC is at serious risk of
condoning inefficient resource allocation.

CEC Staff Legislative Proposal Recommendation

The CEC staff proposes (p. 30) that legislation be enacted to require publicly owned utilities to
meet the RPS goal of 20% of retail electricity sales by 2010, and to comply with the definitions
of renewable energy in SB 1038 and SB 1078. As noted earlier, NCPA objects to this proposal.
NCPA and its members support overall renewable development objectives, and believe strongly
that the actions of their locally elected officials are the best way to achieve those objectives.
Regulation is appropriate when societal or market objectives are not being achieved. NCPA has
shown that it and its member utilities have worked diligently on renewable development since
NCPA’s inception, and continue to do so. Thus, the regulation of publicly owned utilities
proposed by the CEC staff with respect to renewable development is not justified.

Conclusions

NCPA is a longstanding leader in renewable development. Publicly owned utilities are
responding proactively and responsibly to state and local interests in renewable development.
The CEC should not encourage legislation that would change publicly owned utilities” RPS

utilities have included large hydropower in their RPS policies has no practical impact on their
need to develop new renewable resources to mitigate the cost volatility of gas-fired resources.
The CEC should not be pursuing renewable development to the exclusion of demand and energy
reduction.

Dated: August 26, 2004 Respectfully submitted,

L
‘@N@mr\ [/M/\ WAL

Jane Dunn Cirrincione

Assistant General Manager
Legislative & Regulatory Affairs
Northern California Power Agency
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